122    THE POLITICAL ECONOMY OF WAR

pensation for loss of men, loss of trade, and the com-
mercial depression that almost inevitably follows*

Against the main proposition that war is a destructive
and therefore an impoverishing agency, from which a
general decline of comfort and prosperity must result,
three fallacies have been invented to misdirect the
Pilgrim on his quest for Truth. The first is that war
increases wealth by circulating money; the second,
that it increases wealth by creating a demand for the
things it has destroyed; the third is, that it increases
wealth by reducing unemployment*

The idea that war increases wealth by circulating
money is based upon a confusion between money and
wealth* It is quite true that war multiplies and debases
the currency, because the issue of new currency is the
most obvious and the easiest method by which a govern-
ment can pay for troops and supplies* The poorer the
government, and the greater the expense of a war, the
more paper and token money will it seek to circulate*
Thus good money will be driven out, and prices will
rise* Rising prices often create an appearance of fictitious
prosperity by stimulating speculation and production*
But the impossibility of raising all wages and salaries in
proportion soon leads to general suffering and discon-
tent*1 Moreover, a depreciation of the currency soon
produces grave embarrassments to the government and
to the external trade of tfie country* The publication
of gold premiums at Frankfurt was prohibited by the

1 In Great Britain alone among all the belligerent nations during the
Great War have we heard of any general attempt to pay a * War Bonus *
on wages to meet the rapid rise in prices which began to be felt during
the winter of 1914-15* But it may be doubted if all our war bonuses
put together represented 20 per cent* of the total loss of purchasing
power suffered by the working classes through the rise of prices*